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Business Process Outsourcing (BPO) has become an essential business strategic 
alternative to face competitive business environment as a results of increasing demands 
for consumer satisfactions and substitutes products and services in tandem with the rapid 
changes in technology and globalization. However many firms are reluctant or slow in 
adopting BPO despite many evidences on the advantages of implementing BPO. The 
study was to investigate BPO awareness among the managers and decision makers of 
Government Linked Companies (GLCs) which lead to assessing the level of BPO 
adoption within their organization. The study was also to unearth the primary drivers 
and barriers to consider in implementing BPO in their organization. A total of 38 
managers or decision makers were responding to the study. Those managers were from 
three main functions which have been classified as the support and back end processes 
namely the managers or head or Human Resources, Finance and Customer Services. The 
study has found that majority of the GLCs managers were aware and believe that BPO 
will become more prevalent in the future years. Cost saving and focus on core 
competency were the primary drivers and motivations to adopt BPO, whilst the cultural 
resistance to change was the main barrier to implement BPO. 
 
 
The Government-Linked Companies (GLCs) has been the prime focus by many namely 
the Government, investing public and Malaysian public at large. GLCs performance 
reflects the capability and the success of government initiatives better known as 
privatization of government owned agencies which used to be operated and managed as 
an integral part of public services offering.  GLCs is the backbone of Malaysian economy 
and combined market capitalization of about 40 percent on the Malaysian Bourse or 
approximately 220 billion ringgit in value (DBS-Market Research 2004). 
 
Realizing the significant roles of GLCs, the Government through Khazanah 
Nasional Berhad (Khazanah) has introduced several initiatives to ensure GLCs are well 
managed, providing healthy return on investment, efficient and affordable products or 
services offering to Malaysian public. Initiatives such as promoting corporate 
governance, corporate social responsibility and introduction of key performance 
indicators (KPI) have been introduced to ensure GLCs will be a benchmark for 
Malaysian companies to emulate in the future as they are accountable to increase 
shareholders value and at the same time taking the lead as the catalyst to Malaysian 
economy.  
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Moving forward, GLCs will have to explore various options available and bold 
enough to undertake strategies which may not be traditionally popular to adopt. One of 
the key areas for changes is to revamp delivery process which has been associated to 
inefficiency and bureaucracy. Reengineering and restructuring will be inventible and 
Business Process Outsourcing (BPO) of non-core may be a feasible option to explore. 
Focusing on core process will unlock the potential to operate on a ‘lean and mean’ kind 
of organizational structure whilst the non-core will be outsourced to specialists who have 
the best pool of skills and resources to deliver at the desired speed and acceptable price.  
 
Khazanah National, as the governing body to monitor government interest in 
GLCs have outlined several approaches in the transformation plan which includes levers 
of value creation and building capability to deliver which focus on capital management, 
outsourcing or selling non-core operations and revamping processes, systems and 
building human and knowledge capital (Khazanah, 2005). Competitive advantage maybe 
gained when company is able to produce products and services effectively and efficiently 
and outsourcing is an alternative to reach competitiveness (William and Faramarz, 1999).  
 
Objectives  
 
The objective of the study is to investigate BPO awareness among the managers and 
decision makers of Government Linked Companies (GLCs) which lead to assessing the 
level of BPO adoption within their organization. The study is also aim to unearth the 
primary drivers and barriers to consider in implementing BPO.  
 
Literature Review 
The quest for competitive advantage by firms results in the continuous search for 
efficient delivery mechanism and optimum utilization of resources. Restructuring and 
Business Process Re-engineering (BPR) exercise aims to reshape organization of the 
firms in the look for new and effective operating model for adoption. The primary benefit 
sought from restructuring is cost reduction (David, 2005). On the other hand 
reengineering aims to break down functional barriers and create a work system which 
produce the highest productivity and efficiency and at the same time concerned on 
employee wellbeing.  
 
Reengineering is considered as a tactical strategy as apposed to restructuring 
which has been considered as a long term strategy. BPR offering organizational 
transformation through streamlining of business process (Hammer & Champy,1993).Both 
concepts which has been the buzzword in strategic and business management in the 
1990s and widely adopted by firms especially in Europe and US lead to the introduction 
of new phenomenal called outsourcing. Benefits of outsourcing has been highlighted in 
many academic literatures, however empirical findings particularly in country like 
Malaysia are scare as highlighted by Khong (2005).  
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Malaysian Government Linked Companies (GLCs) are defined as companies in 
which there is a major ownership and control either by a government agency such as 
Khazanah National, Ministry of Finance Incorporated (MoF) or by virtue of a financial or 
legal exposure where government guarantee the capital (The Edge, 2004)  
 
Business Process Outsourcing (BPO) 
 
Outsourcing is defined as having works that has formally done inside the organization by 
external party (Beaumont & Sohal, 2004). Business Process Outsourcing (BPO) is the act 
of transferring some of an organization's repeated non-core and core business processes 
to an outside provider to achieve cost reductions while improving service quality. 
Outsourcing is a strategic use of external resources to perform jobs that are usually 
handle internally by the organization (Khong,2005).  
 
The development of BPO has been researched by industry experts as well as 
academicians across the Europe and US. Finding by research team at Price-Waterhouse-
Coopers (PWC) in 1999 revealed that of 304 Fortune 1,000 large corporations, 63 per 
cent of the firmed studied had outsourced one or more business processes (PWC,1999). 
BPO development in Western Europe have reported 61 percent of large firms studied 
have more than four years BPO experiences, 44 percent have extended the scope of their 
outsourcing and 42 percent plan to outsource (Capgemini, 2004)  
 
Processes included in the category of BPO are broadly defined into two areas 
(Purcel and Mathews, 2004) namely back office and front office processes. Front office 
includes activities such as customer services via a call center, help desk activities and 
outbound sales or telemarketing. Back office includes human resources management, 
accounting services, other support functions. Internal and external factor that motivate 
and encourage adoption of BPO include the need to focus on firm’s core business, 
achieving cost reductions, maintaining competitive edge and facilitate changing business 
model  (Werrakkody, Currie and Ekananyake, 2003).  
 
Focusing on core activities as the driver for BPO adoption has also been 
supported by Beaumont and Sohal et al. (2004). Several considerations lead to key 
decision to outsource includes customers need, benchmarking against industry and 
competitor’s as described by Blumberg (1998). No mater their motivating, firms of all 
sizes that outsource their non-core processes makes themselves more agile (Goolsby, 
2002).  
 
 
Methodology 
  
This study was conducted through survey using questionnaires that had been distributed 
to 99 managers from 33 Malaysian GLCs. The total 33 GLCs identified were based on 
the Khazanah reports for year 2006. .The managers or head identified, were the decision 
makers from the respective support functions in the organization namely the Human 
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Resources, Finance and Customers Services. These support functions were known as 
non-core end back-end services which have been categorized as the areas for outsourcing.  
38 managers were responded to the survey which represents 38.4 percent of total 
population. 
 
Questionnaire has been developed to capture the required information to meet the 
research objectives. Important data such as factors affecting adoption of BPO for both 
drivers and barriers implement BPO were asked. Some of the questions in the 
questionnaire were adopted from Accenture’s2004 report on accounting function 
outsourcing, Primary data was gathered from the questionnaires distributed to the 
respondents. Data such as the information and background of the companies was 
collected through credible sources such as company’s annual reports, website, industry 
reports and publications to support findings. 
 
The data collected from the questionnaires were analyzed using the Statistical 
Package for Social Science (SPSS) version 13.0 software. The statistical procedures 
employed to summarize and analyze the data were descriptive statistics (frequencies, 
percentages, mean, median and  mode) and inferential statistic such ANOVA. 
 
Findings and Discussion 
 
The survey found that, 81.6 percent of the respondents indicated that they were 
implementing some kind of business process outsourcing in their organization whilst 
another 18.4 percent does not undertake BPO at all. On the opinion of future business 
process outsourcing trend, the survey has revealed that, 84.2 percent respondents expect 
that BPO will become more prevalent in their industry for over next three years. 
Meanwhile 15.8 percent does not expect that BPO will become more prevalent. From the 
above finding, it was found that the awareness of BPO among GLC’s managers were 
high.  
                                                                         
Primary Drivers of BPO 
 
The survey found that, lower price and benefit from economies of scale was ranked first 
as the primary driver for BPO by managers in the GLCs. This is in line with the previous 
research on outsourcing motivation in which the reduction in operating cost as the 
significant motivational factors for the firms to outsource (Kakabadse & Kakabadse, 
2002). Improvement in technology and expertise at the outsourcing providers was ranked  
second by the managers in term of primary driver of outsourcing.  
 
 
Table 1: Primary Drivers behind Increasing use of BPO 
 
Primary drivers behind increasing use of BPO      Frequency  %  
  
a. Lower prices as more and more companies reap  25  65.8 
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economies of scale by using a shared outsourcing 
 service 
b. Improved technology and expertise at outsourcing  22  57.9 
providers 
c. Improved quality of service from outsourcing  21  55.3 
providers 
d. Increased cost pressure for economic and market   17  44.7 
 conditions  
e. Pressure to increase transparency and governance  9  23.7 
 
  
       
Primary Benefits of BPO 
 
On the question of the primary benefits of BPO, the top three answers received were 
focus on core competencies, lowering cost through maximizing efficiencies and 
increasing productivity of back-end or support function services. In this survey, we had 
identified that almost 80 percent of the respondents agreed that the main benefit of BPO 
is to enable companies focus on their core competencies. This is inline with previous 
study by Grover (1996), Sounders (1997), Lee and Kim (1999) which found that focusing 
on core competencies was an importance element for outsourcing. The study has also 
found that cost saving was ranked second as primary benefit of outsourcing. This finding 
was support by earlier research such as by Ang (1998), Carmel (2002) and Ross (2004) 
highlighted that companies anticipated costs to reduce as a result of outsourcing 
initiatives.  
 
Table 2 : Primary Benefits of BPO 
 
Primary benefits of BPO         Frequency  % 
 
 
a. Focus on core competencies     30  78.9 
b. Lowering costs and maximizing efficiencies   26  68.4 
c. Increasing business productivity of back-end and  22  57.9 
support functions 
d. Improving quality of business process   14  36.8 
e. Improved lead time to delivery products/services  12  31.6 
f. Accessing best-of-breed talent and technology  7  18.4 
g. Delivery greater transparency and governance  3  7.9 
 
 
Primary Disadvantages of BPO 
 
In assessing managers’ opinion on the disadvantages of BPO, they had been given the 
option to choose more than one answer for this question. The study found that, 71.1 
percent of the respondents indicated that risk of valuable data falling into competitor’s 
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hand was the strongest disadvantages associated with BPO. This indicates that the level 
of trust between the outsourcing companies (client) towards the outsourcing providers 
was relatively low. The second highest level of disadvantages of BPO highlighted from 
the study was the risk that cost of outsourcing exceeds expectations. Featherman & 
Pavlou (2003) described risks of outsourcing includes performance risks, financial 
risks, time risks and privacy risks. The Privacy risks include the possibility of data 
falling into third party or competitors. This finding is hopes to motivate researcher to 
conduct a further study to gauge level of outsourcing relationship in Malaysia. 
 
 
Table 3: Primary Disadvantages associated with BPO 
 
Primary disadvantages          Frequency  % 
 
 
a. Risk of valuable data falling into competitor’s hands 27  71.1 
b. Risk that cost of outsourcing exceeds expectations  22  57.9 
c. Level of in-house knowledge and expertise erodes  15  39.5 
d. Risk that quality of service deteriorates over time  14  36.8 
e. Governance and compliance issues more difficult to  10  26.3 
address with organizations outside direct control 
f. Level of innovation on the part of the provider is   9  23.7 
lower than expected 
 
  
 
  
Critical Success Factors in BPO 
 
Examining managers’ opinion on the critical success factors (CSF) in implementing 
BPO, the study found that majority of them considers the mutual trust between the 
outsourcing providers and outsourcing companies as the most important element of 
critical success factor for outsourcing. There is a relation between disadvantages of 
BPO and critical success factor where most of managers afraid of risk of data falling 
into competitor’s hands while mutual trust is the main factor of BPO success. The 
mutual trust as the prime factor for BPO to success has been reaffirmed by managers’ 
opinion in which the second most important CSF was to have a clear service level 
agreement (SLA) to ensure both party are properly guided to achieve outsourcing 
objectives. Franceschini (2003) defined SLA as the documented commitment between 
process owner and the respective team in included in the contact. 
 
Table 4: Critical Success Factors in BPO 
 
Critical Success Factors in BPO         Frequency  % 
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a. Mutual trust between outsourcer and outsourcing   28  73.7 
provider 
b. Concise service level definitions and agreements  21  55.3 
c. Integrated technology platforms    21  55.3 
d. Verifiable track record of outsourcer competency  19  50.0 
e. Hands-on support for the outsourcing project from the 16  42.1 
senior management 
f. Good pre-existing in-house processes and systems  9  23.7 
 
 
Typical attributes of BPO that would be the most successful for organization 
 
The study found that most managers preferred to outsource routine and intense type of 
tasks followed by jobs which required a customized solution. BPO function such as 
finance and human resources are usually repetitive works and possible to be outsourced 
to third party. Some of the tasks required customized solution which could not be 
delivered by internal staffs which outsourcing providers could offers better alternatives. 
 
Table 5: Typical attributes that would be the most successful for organization 
  
Typical Attributes           Frequency  % 
 
a. Outsource routine, transaction-intense tasks   26  68.4 
b. Uses a solution customized to its needs   26  68.4 
c. Uses multiple outsourcing providers for different   18  47.4 
functions 
d. Transfers own people and assets to provider   16  42.1 
e. Uses provider’s own assets and people   12  31.6 
f. Outsource areas of more strategic value   11  28.9 
 
 
Primary barriers that stand in the way of a decision to outsource BPO functions 
 
Table 6 : Primary barriers that stand in the way of a decision to outsource BPO 
 
Primary barriers           Frequency  % 
 
a. Cultural resistance to change     23  60.5 
b. Difficulty of managing risk of an unsatisfactory  20  52.6 
outcome 
c. Political sensitivities surrounding outsourcing  14  36.8 
d. Vested interests within the company trying to protect 12  31.6 
 jobs, budgets and power 
e. Difficulty of quantifying risk of an unsatisfactory  12  31.6 
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 Outcome 
f. Time constraints on researching, negotiating and  11  28.9 
 structuring satisfactory deals with providers 
g. Highly specialized processes and products within the 9  23.7 
 company that  against outsourcing 
h. Set-up costs of outsourcing arrangements   7  18.4 
i. Emphasis on better governance     6  15.8 
j. Legislative and regulatory to outsourcing   6  15.8 
Study on primary barriers in implementing BPO, managers were of the opinion that, 
resistance to change among the staffs was the main barrier in implementing BPO. The 
impact on outsourcing to the existing employees is crucial to evaluate. It is well 
understood that the key success of any company is the employee support and 
commitment. No outsourcing effort can be successful without the full support of effected 
employee (Zhiwei, Kathy and Joseph, 2001). 
 
 
 
Responsible for making the initial decision to evaluate outsourcing and managing 
outsourcing relationship 
  
In this study, 44.7 percent of the respondent choose their Chief Executive Officer (CFO) 
as the person that has a strong responsible to evaluate outsourcing. Second person that 
has the authority is Regional or Head of Business Units 28.9 percent, Chief Financial 
Officer (CFO) 23.7 percent, 18.4 percent for The Board of Directors and Others 10.5 
percent. The finding is in line with the previous study by PriceWaterhouseCoopers 
(1998) which reported that the outsourcing had move from performing a single function 
more efficiently to re-bundling whole process in new ways to generate greater 
shareholder value across entire organization. Thus, the decision on outsourcing is steadily 
moving up the organization to the CFO, Chief Operating Officer and CEO level. 
However, the finding revealed that responsibility for managing BPO relationship were 
the  Regional or Head of Business Units by virtue of their nature of duty which related to 
managing operation. 
 
Priority of BPO functions to be outsourced and amount of time spent by managers. 
 
The study involved three main functions which categorized under the BPO classification 
namely the Finance, Human Resources and Customer Services. The result of ANOVA 
test revealed that there was no significant different in term of priority between functions 
when making decision to outsource. Thus all three functions under review carry the same 
weigh when considering for outsourcing.  
 
Table 7: ANOVA analysis on priority to outsource between functions 
 
Function n Mean SD F p 
Finance 38 2.9561 1.0546 0.930 0.398 
Human Resource 38 2.6645 0.6557   
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Customer Service 38 2.6579 1.4195   
* 0.05   Significance Level 
 
The same analysis performed on the amount of time factor, revealed the opposite 
outcome in which there was a significant different in term of their time spent on those 
functions. This analysis may help managers in planning their priorities if the managers’ 
time factor is considered as a significant element in identifying tasks to be outsourced.  
The limited sample sizes used might influences the outcomes and the result could be vary 
by using bigger sample sizes in the future research.  
 
Table 8: ANOVA analysis on amount of time spent by managers between functions 
 
Function n Mean SD F p 
Finance 38 2.6491 0.7421 8.596 0.000 
Human Resource 38 3.2829 0.7240   
Customer Service 38 3.4474 1.1318   
* 0.05 Significant Level 
 
Conclusion  
 
One of the significant finding from this study reveled that; more than 80 percent of the 
respondents indicated that their company has adopted some kind of BPO. Majority of 
GLCs managers anticipated that BPO will become more prevalent in their industry. 
Despite the limitation faced by the study particularly on the availability of sample size, 
the primary objective of this study which is to assess adoption of BPO among GLCs 
managers has been fulfilled. The study has also reveled a significant finding on the 
factors which motivate and affecting the success of BPO implementation among GLCs. 
Limitations encountered during the study hope to be refined in the future works which 
shall be based on a case study as to provide in-depth inside of outsourcing 
implementation in the selected GLCs. Other research works on BPO which are 
interesting to explore include the outsourcing relationship and outsourcing model adopted 
by GLCs.   
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